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Analysis of the Influence of Transmission Channels of the Expectation of
RMB Exchange Rate on Inflation

LI Yan-li, HUANG Ying-wei
( Finance Department, School of Economics and Management, Wuhan University, Hubei Wuhan 430072, China)

Abstract ; Exchange rate expectations affect commodity prices mainly by currency substitution effect, asset price effect and im-

port price effect. The results of cointegration regression and residual substitution method show that the RMB appreciation expecta-

tion since 2002 has significant impact on China’s inflation, among which the exchange rate expectation affects domestic inflation

chiefly by currency substitution effect channel, then by asset price effect channel and import price effect channel. This paper gives

some policy suggestions based on this phenomenon

Key words;: RMB NDF exchange rate; Inflation; transmission channel
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